LAWLER, METZGER & MILKMAN, LLC

2001 K STREET, NW
SUI'TE 802
WASHINGTON, D.C. 20006
A. RICHARD METZGER, JR. PHONE (202) 777-7700
PHONE (202) 777-7729 FACSIMILE (202) 777-7763

January 23, 2003

By FLECTRONIC DELIVERY

Marlene H. Dortch, Secretary

Federal Communications Commission
445 Twelfth Street, S.W.

Washington, D.C. 20554

Re: Ex Parte Presentation, Review of the Section 251
Unbundling Obligations of Incumbent Local Exchange
Carriers, CC Docket Nos. 01-338, 96-98, 98-147

Dear Ms. Dortch:

On January 22, 2003, Paul Bobeczko, Donna Sorgi, and Kimberly Scardino of
WorldCom, Inc. (WorldCom), Michael Pelcovits of Microeconomic Consulting and
Research Associates (MiCRA) and the undersigned, counsel for WorldCom, met with
Jordan Goldstein, Senior Legal Advisor to Commissioner Copps. Later on the same day,
Mr. Bobeczko, Dr. Pelcovits, and the undersigned separately met with Mathew Brill,
Senior Legal Advisor to Commissioner Abernathy. During those meetings,
representatives for WorldCom discussed the importance of the unbundled network
element platform (UNE-P) for serving residential customers and the conditions under
which competitive local exchange carriers could transition from UNE-P to the unbundled
loop (UNE-L). As part of this discussion, WorldCom provided Messrs. Goldstein and
Brill with copies of the attached presentation materials.

Pursuant to section 1.1206(b)(2) of the Commission’s rules, 47 C.F.R. §
1.1206(b)(2), this letter is being provided to you for inclusion in the public record of the
above-referenced proceeding.

Sincerely,

/s/ A. Richard Metzger, Jr.
A. Richard Metzger, Jr.

Attachments

cc: Matthew Brill
Jordan Goldstein



WHAT THE MiCRA MODEL DEMONSTRATES:

Competitive LECs are impaired in their ability to provide service to
residential customers everywhere in the United States without access to
unbundled loops, switching, and transport.

In central offices serving 25,000 or more residential lines, competitive
LEC:s that over time attain a reasonable (e.g. seven per cent) market
share will be able to overcome scale economies enjoyed by incumbent
LECs as a result of their historical monopoly control of local networks
and migrate UNE-P customers to competitive LEC switches, provided
that state commissions are able to ensure that the following operational
and economic barriers are substantially reduced or removed prior to
compelling a transition to UNE-L:

o Incumbent LEC inability to handle efficiently hundreds of
thousands of monthly “hot cuts” required to migrate competitive
LEC residential customers from UNE-P to their own switches

o Excessive incumbent LEC charges for hot cuts, including failure to
establish discounted charges for migrating lines in batches

o Excessive incumbent LEC charges for collocation space

o Inability of competitive LECs to gain access to loops other than
through collocation in all central offices

Once these operational and economic barriers are removed, customers
acquired via UNE-P can be transitioned to a competitive LEC’s switch
through a seamless, efficiently priced, “scaled up” manual hot cut project
process. UNE-P, however, must remain available as a customer
acquisition vehicle unless and until the incumbent LECs develop a
process that enables competitive LECs to acquire new UNE-L customers
that is functionally equivalent to the system incumbent LECs currently
offer to permit the acquisition of new UNE-P customers.



Three Cases Modeled

* Case 1: WCOM 1s collocated at the BOC CO,
and 1s “on-net”

e Case 2: BOC CO1i1s1n aLLATA where there 1s
an existing WCOM local switch. Includes a
few cases with collocation

* Case 3: BOC CO1snotin a LATA where there
1s an existing local WCOM switch



- Table 7: Average Cost per Month for Three Cases: CLEC Market Share of 7% |
Category ~ Number of  Number of UNE-LCost UNE-P  Cost Increment

COs BOC Lmnes (excludes (excludes  UNE-L over

loops) loops) UNE-P
Case 1 431 12,557,038 $10.03 $6.44 56%
Case 2 4343 47,248,573 $17.92 $6.44 178%

Case 3 3164 19,487,802 $25.84 $6.44 301%




Table 8: AVerage Cost per Month at Different CLEC Market Shares
5% Market 7% Market  10% Market  15% Market

Share Share Share Share
Case 1 $11.08 $10.03 $9.22 $8.61
Case 2 $21.38 $17.92 $15.21 $13.03

Case 3 $32.07 $25.84 $21.03 $17.04




Appendix: Table 3
7%Market Share
>25,000 Residential Lines
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Frequency of Co's

Appendix: Table 2
7% Market Share Histogram
>25,000 Residential Lines
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Appendix: Table 1

10% Market Share

5% Market Share 7% Market Share #0of Obs
SDO | Trans | Collo [HotCut| Average | SDO | Trans | Collo |Hot Cut| Average | SDO | Trans | Collo {HotCut| Average { CO Lines
Lines>25k 473 [ 007 | 266 [ 250 | 996 | 461 [ 007 | 205 [ 250 | 923 | 451 [ 007 | 158 | 250 | 866 | 229 | 9675499
« (25koLines>15k | 513 | 007 | 502 | 250 | 1272 | 486 | 007 | 373 | 250 | 1147 | 469 | 007 | 276 | 250 [ 1003 | 98 | 1979360
@ 15k>Lines>5k | 566 | 007 | 894 | 250 | 1748 | 537 | 007 | 653 | 250 | 1448 | 491 | 007 | 473 | 250 | 1220 | 77 | 832337
© |Lines<5k 846 | 007 | 3556 | 250 | 4659 | 764 | 007 | 2560 | 250 | 3581 | 697 | 007 | 1811 | 250 | 2765 | 27 69,842
Al 487 | 007 | 364 | 250 | 11.08 | 472 | 007 | 274 | 250 | 1003 | 458 | 007 | 207 | 250 | 922 | 431 | 12,557,038
Lines>25k 476 | 193 | 289 | 250 | 1208 | 463 | 152 | 221 [ 250 | 1086 | 453 | 121 | 170 | 250 | 994 [ 619 | 23,647,711
< |25koLines>15k | 514 | 229 | 516 | 250 | 1500 | 487 | 244 | 383 | 250 | 1365 | 470 | 229 | 283 | 250 | 1233 | 490 | 9,604473
& 5kolines>5k | 602 | 636 | 1059 | 250 | 2547 | 553 | 487 | 771 | 250 | 2060 | 509 | 374 | 555 | 250 | 16.88 | 1079 | 9,756,196
S |Lines<sk 1009 | 1839 | 4650 | 250 | 7749 | 858 | 1604 | 3345 | 250 | 6057 | 753 | 1350 | 2362 | 250 | 4745 | 2155 | 4,240,193
Al 558 | 441 | 889 | 250 | 2138 | 522 | 371 | 650 | 250 | 1792 | 495 | 306 | 470 | 250 | 1521 | 4343 | 47248573
Lines>25k 476 | 085 | 289 | 250 | 11.01 [ 463 | 082 | 221 | 250 | 1045 [ 453 [ 076 | 170 | 250 | 949 [ 619 | 23,647,711
= |25(Lines>15k | 514 | 099 | 516 | 250 | 1379 | 487 | 097 | 383 | 250 | 1247 | 470 | 095 | 283 | 250 | 1099 | 490 | 9604473
& lt5otiensk | 602 | 136 | 1050 | 250 | 2047 | 553 | 120 | 771 | 250 | 1702 | 500 | 123 | 655 | 250 | 438 | 1079 | 9756166
& |unescSk 1000 | 286 | 4650 | 250 | 6196 | 858 | 251 | 3045 | 250 | 4703 | 783 | 248 | 2362 | 250 | 3583 | 2155 | 4240193
Al 558 | 117 | 889 | 250 | 1844 | 522 | 110 | 650 | 250 | 1531 || 495 | 1.02 | 470 | 250 | 1348 | 4,343 | 47248573
Lines>25k 618 | 193 | 337 [ 250 | 1398 [ 555 | 164 | 255 | 250 | 1223 [ 524 | 120 | 194 [ 250 | 10.87 | 160 | 5093255
X |25koLines>15k || 636 | 224 | 520 | 250 | 1631 | 570 | 235 | 386 | 250 | 1441 | 529 | 224 | 285 | 250 | 1288 | 247 | 4802388
3 |15koLines>5k | 745 | 655 | 1114 | 250 | 2765 | 646 | 507 | 811 | 250 | 2244 | 578 | 385 | 583 | 250 | 1796 | 663 | 5683296
S |Lines<sk | 1187 | 17.64 | 4896 | 250 | 80.98 | 976 | 1528 | 3522 | 250 | 6276 | 8.32 | 1292 | 24.86 | 250 | 4860 | 2,094 | 3908863
e s T ass 1130 | 250 | 320r Vero | ses | 106 250 | 2566 | a5 | 450 | 7911 250 | 2103 | 3164 | 19487502
Lines>25k 618 | 082 | 337 | 250 | 1287 | 555 | 080 | 255 | 250 | 1140 | 524 | 076 | 194 | 250 | 1043 | 160 | 5093255
2 osotnes-s | 630 | os6 | s | 250 | tso2 | 570 | oot | as6 | 250 | o0 | 520 | 0sz | as5 | 20 | ese | 27 | asorsee
& (15koLines>5k | 745 | 137 | 1144 | 250 | 2247 | 646 | 130 | 811 | 250 | 1837 | 578 | 125 | 583 | 250 | 1536 | 663 | 5683296
&|tnescSk | 187 280 | 4896 | 250 | 6614 | 976 | 244 | 3622 | 250 | 4oz | 832 | 203 | 2486 | 250 | S7.42 | 2084 | 3908863
Al 775 | 142 | 1530 | 250 | 2696 | 670 | 131 | 11.08 | 250 | 2159 | 6.03 | 122 | 791 | 250 | 17.66 | 3,164 | 19,487,802




Appendix: Table 1 Continued

15% Market Share # of Obs

SDO | Trans | Collo [HotCut| Average|{ CO Lines

Lines>25k 445 | 007 | 122 | 250 | 824 | 229 [ 9675499
— |25koLines>15k | 455 | 007 | 201 | 250 | 9.13 98 | 1,979,360
@ |15koLines>sk | 477 | 007 | 332 | 250 | 1066 | 77 | 832337
© llines<sk 601 | 007 | 1225 | 250 | 20.83 | 27 69,842
Al 449 | 007 | 155 | 250 | 861 | 431 [12557,038
Lines>25k 446 | 109 | 130 | 250 | 935 [ 619 [23647,711
& |25koLines>15k | 456 | 154 | 205 | 250 | 10.66 || 490 | 9604473
& |fskoLines>5k | 484 | 325 | 387 | 250 | 1446 | 1,079 | 9,756,196
8 |Lines<5k 649 | 1068 | 1594 | 250 | 3561 | 2,155 | 4,240,193
Al 474 | 249 | 330 | 250 | 13.03 | 4343 |47,248573
Lines>25k 446 | 070 | 130 | 250 | 895 [ 619 [23647,711
= |25koLines>15k | 456 | 088 | 205 | 250 | 999 | 490 | 9604473
& [15olnes>Sk | 484 | 119 | 387 | 250 | 1240 | 1079 | 8756196
§ [nescsk | 649 | 193 | 1504 | 250 | 2686 | 2155 | 4240193
Al 474 | 095 | 330 | 250 | 1149 | 4,343 | 47,248,573
Lines>25k 488 | 109 | 146 | 250 | 993 [ 160 [ 5,093,255
S [25ksLines>15k | 485 | 151 | 207 | 250 | 1093 | 247 | 4802388
& 5koLines>5k | 522 | 332 | 405 | 250 | 1510 | 663 | 5683296
8 |Lines<sk 699 | 10.34 | 1677 | 250 | 36.60 | 2,094 | 3908863
Al 540 | 370 | 544 | 250 | 17.04 | 3164 |19487,802
Lines>25k 488 | 071 | 146 | 250 | 955 | 160 [ 5,093,255
2 asotnestox | 485 | 086 | 207 | 260 | 102 | 207 | 4202388
& [15kolines>k | 522 | 121 | 405 | 250 | 1298 | 663 | 5683296
8 |Lines<sk 699 | 189 | 1677 | 250 | 2815 | 2,094 | 3,908,863
Al 540 | 113 | 544 | 250 | 1447 | 3,164 | 19,487,802




